
Table-I. Variable Definitions. Descriptive Statistics, and Data Sources

ELL Reimbursement by NECA plus malChing 0.628 1.287 Federal-Stale Joint Board. Monitoring
state funds paid to LECs per household for Report (1994)

the subscriber line charge waiver.

ELU Reimbursement by NECA to LEC's per 0.043 0.091 Federal-Stale Joint Board. Monitoring
household for connection assisrancc. Report (1994)

ELLU ELL+ELU 0.671 1.327 FedcnJ-5ta1e Joint Board. Monitoring
Report (1994)

EUSF The Universal Service Fund per bousehold. 3.48 4.80 FedcrIJ-Stale Joint Board. Monitoring
Report

y Disposable personal income per capita. 13181.55 211~.S8 Rqioaal Economic Infonnation System.
BtnaI of Economic Analysis

RL Percent of state's population residing in 32.24 14.53 U.S. BlII'ClII of the Census. 1990 Census
rural areas in 1990. ofPopu1ltion

BL Percent of stilt's population which was 9.82 9.28 U.S. Bureau of the Census. 1990 Census
black in 1990. ofPopulation

HP Percent of stilt's popuIltion which was of 5.25 7.55 U.S. Bureau of the Census. 1990 Census
Hispanic origin in 1990. ofPopulltion

Table-2. Correlation Matrix of the Variables

PR IIR IWFR ILDI IELLU IEl'SF Iy IRL IBL IHP

PR 1.000 : -0.426 : -0.370 : -0.110 I 0.201 l -0.153: 0.630: -0.317 : -0439: -0.163
It----t------··+------+------+------+-----+------+-----+------+------+-------

IR -0.426: 1.000: 0.143: 0.513: -0.317 I ·0.159 : -0.083 l -0.067: 0.395: 0.161
It---+-----··+------+------+------+-----+------+------+------+-----+-------

WFR -0.370: 0.143: 1.000 l 0.224: -0.094 : -0.061 : -0.331 : 0.451: 0.162: -0.242
It---+-----··+------+------+------+-----+-----+------+------+------+-------

LDI -0.210: 0.513: 0.224: 1.000: -0.351 : -o.~7 : -0.183: 0.000: 0.000: 0.000
n----+-----·+------+-----+------+---+------+----4-----+------+-----

ELLU 0.201: -0.317 : -0.094 : -0.351: 1.000: 0.198: 0.115: 0.057 I -0.245: 0.132
It---+-----··+----+------+-----+-----+-----+-----+------+------+------

EUSF -0.253: -0.259 : -0.061 : -0.447: 0.198: 1.000: -0.352: 0.355: -0.084: 0.089
It---+-----··+------+-----+------+-----+------+-----+-----+------+------

Y 0.630 : ·0.083 : -0.331 : -0.183: 0.115: -0.352: 1.000: -0.574 : -0.043: 0.147
n---+-----·_+-----+------+------+-----+------+------+------+------+-------

RL -0.317 : -0.067: 0.451: 0.000: 0.057: 0.355: -0.574 I 1.000: -0013: -0.534
11---+----_·_+----+------+------+------+------+-----+------+------+------

Bl -0.439: 0.395: 0.162: 0.000: -0.245 I -0.084 : -0.043 : -0.013: 1.000: -0.148
ft----i"'-----+------+------+-----+---+-----+----+-----+-----+---

HP .0.163: 0.161 : -0.242: 0.000 I 0.132: 0.089: 0.147 I -0.534 1 -0.148: 1.000

V. Estimation MethodololiY and Results

The demand model underlying the empirical specification stems from a discrete choice

14
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model of household behavior, wherein households choose to either subscribe or not subscribe to

the public switched network. Given the aggregated nature of the dependent variable, we eschew

the 10gitJprobit estimation procedures and instead utilize a linear probability model. This

specification of the dependent variable, however, raises two econometric issues. First, E will be

heteroskedastic. Second, the pooled nature of the data gives rise to the potential for E to be

autocorrelated over time and heteroskedastic across states.

To account for these considerations, a two-stage estimation procedure is utilized. First, to

account for the known heteroskedasticity, the minimum chi-square method (a weighted least-

squares technique) is used. 14 The weights for this procedure, Wi" are

(
nit Ji(6) wit· A(l-p) ,

where Pu is the predicted value of the dependent variable, and nit is the number of households.

Let ell be the weighted disturbance term from equation (6), i.e. e il =Wit'fit. The following error

structure is then assumed:

o i .. j Ir/ s, t

(7)

a 1III

1- p/
a 1

_III_p''''
1

1 I
- PI

i • j, S • t

i • j, t> S

Thus. elt is assumed to be heteroskedastic, cross-sectionally independent. and autoregressive to

the first order within each state. Accordingly, e,l can be written as,

where Un obeys the properties:

i4See Maddala (1983).
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{
0 i '" j 'r/ s, t

(9) E(u,.. u). 0,,/ i. j, S • t .

The second stage of our estimation procedure utilizes Kmenta's (1986) technique to

obtain generalized least squares (GLS) estimators for pooled data. First, consistent estimates of

the p/s are obtained by the sample coefficient of correlation between ell and ell. I which are the

current and lagged residuals obtained from the weighted least squares regression. Next the

Prais-Winsten (P-W) transformation is applied to the data weighted by Wit. Consistent estimates

of o~ can then be found using the residuals, u", obtained from the regression of the weighted P-

W transformed equation. Finally the weighted P-W equation is divided through by 011/ and

reestimated to obtain our GLS estimators.

Table-3. Estimation Results

Coefficient Std. Error t-Statistic Elasticityl

IntreDt 0.93748 0.007933 118.1681

IR -0.00036 0.000086 -4.2053 -0.01053

\VFR -0.00155 0.000315 -4.90477 -0.01901

LOll -0.04951 0.017074 -2.89982 -0.00575

ELLU 0.000759 0.000387 1.960678 0.001098

EUSF -0.00018 0.000147 -1.25211 -0.00144

Y 5.23E-06 3.62E-07 14.45956 0.075812

Rl.. -0.00048 0.000066 -7.28238

BL -0.0014 0.000083 -16.9914

HP -0.00186 0.000145 -12.8338

R! = 0.7203

I Elasticities were caJculated using 1993 average prices, expenditures,
and penetration levels.
lEquation (5) was also estimated using LD2 without displaying any
significant differences in the regression results.

Estimation results are reported in Table 3. Beginning with the three price variables (IR,



17

WFR, and LD1), we find that the coefficient estimates are highly significant and negative in sign

as expected. Thus, the installation charge, the monthly recurring charge. and long-distance rates

are all seen to influence household penetration rates. Additionally, the implied price elasticities

(also reported in table 3) are consistent with earlier telecommunications studies. 15 An important

fmding stems from the estimated coefficient on the long-distance price variable (LD1).

Specifically, we find that long-distance prices are statistically significant and inversely related to

household penetration rates. This result is also consistent with Hausman, Tardiff, and Belinfante

(1993) who, utilizing an aggregate index of long-distance prices, also find that such prices

significantly influence the degree of wtiversal service.

We also fmd that household demographic characteristics are a major factor in the decision

to purchase access to the telecommwtications network. While the level of aggregation of our

own study limits the range of possible variables, such as education or age. which vary only

slightly across states, we fmd that other demographic variables such as race and per capita

income are strong predictors of the level of residential telephone subscription within a state.

Consistent with prior studies of telecommunications demand. both BL and HP are negative and

significant. The negative and significant sign ofRL supports the hypothesis that households in

rural areas generally have smaller calling circles and, thus, a lower demand for

telecommunications services. Finally, we fmd that household income is both positive and highly

'Perl (1983) finds that the elasticity of the installation rate is -0.0034 while the elasticity
of the nat rate is -0.0175 for areas with a measured service option and -0.0492 for areas where
only flat rate service is offered. However, Perl's study does not include a measure oflong­
distance prices. More recently, Hausman. Tardiff, and Belinfante (1993) report an elasticity for
installation charges of -0.02 and an elasticity for basic access to measured rate service of -0.0052.
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significant. Moreover, our calculated elasticity is in the same range as other reported income

elasticities, including Perl's (1983) estimate of 0.1296 and Taylor and Kridel's (1990) estimate of

0.042.

Finally, consider the impact on universal service caused by the targeted (Lifeline and

Link-Up) and untargeted (High Cost Assistance) programs. First, the coefficient on the variable

representing targeted subsidy expenditures (ELLU) is positive and statistically significant. Thus,

ceteris paribus, the expenditure on targeted subsidy mechanisms aimed at househoids judged to

be at risk of dropping off the telephone network are found to accomplish their intended purpose

of promoting household penetration rates. An important caveat to this conclusion stems from the

fact that, under the current method for raising the funds used for targeted household assistance,

long-distance costs {and, therefore, prices) are increased. And, as we have already noted,

increases in long-distance rates negatively affect household penetration. Therefore. the net effect

of even the targeted subsidy programs is in doubt.

Second, the coefficient on the untargeted subsidy expenditures (EUSF) is negative though

statistically insignificant. 16 That is, we cannot reject the null hypothesis that the untargeted USF

subsidy scheme has had no impact whatsoever on household penetration rates in the post-

divestiture period. :\1oreover. the USF program is currently funded by a method which increases

long-distance rates. This indicates that the current untargeted subsidy flows, including the

impact of financing those flows. actually reduce household subscription levels. Indeed, this

16In order to examine the robustness of this and other primary results, several alternative
model specifications were attempted. These included logarithmic transformations of the
variables and inclusion of interaction variables. None of these alternative specifications were
found to significantly affect our primary conclusions.
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negative impact of the financing mechanism on household penetration rates is considerably more

severe in the case of the untargeted High Cost Assistance program, because the total subsidy

flow involved in the untargeted program is roughly 2.5 times higher than that for the targeted

Lifeline and Link-Up programs. Thus, our fmdings strongly suggest that the untargeted subsidy

program is not only expensive, but it actually works against achievement of the policy objective

of universal service. Accordingly, Penetration rates would go up if this program were abolished.

VI. Conclusion

Public policy programs designed to promote social goals through cross-subsidization are

not at all uncommon, In fact, in regulated industries, they are virtually ubiquitous. While

economists have argued for some time that both the subsidy design and the financing of any such

subsidy may influence the efficacy of such programs, relatively little comparative evidence on

this subject has heretofore been brought to light.

The growing concern over the provision and maintenance of universal service in the post­

divestiture period has given rise to large-scale subsidy mechanisms that are both targeted

. (Lifeline and Link-Up) and untargeted (High Cost Assistance). The financing of both of these

subsidy schemes presently occurs through charges (taxes) placed upon long-distance customers.

The advent of these side by side programs permits us to examine their effectiveness in

accomplishing the intended effect--the promotion of universal service. Based upon a demand

model of household subscription decisions. we have developed an empirical model of household

penetration rates for telephone service in the 48 contiguous states for the 1985-1993 period.

The estimation results provide considerable insight into the economic determinants of
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household subscription decisions. Additionally, the results generate important evidence

regarding the efficacy ofalternative subsidy mechanisms. As anticipated by economic logic and

favored by oral economic tradition, targeted subsidy programs are found to be much more

effective than untargeted programs. Indeed, at least in the case of the telecommunications

industry, our estimation results fail to detect any contribution whatsoever of the untargeted USF

expenditures on universal service. In contrast, targeted subsidy expenditures are found, ceteris

paribus, to promote increases in household penetration rates.

Also, given the negative and significant coefficient on long-distance prices revealed in

the estimations, the results clearly indicate that the financing mechanism used to promote these

subsidy programs has been counter-productive to the achievement of the intended goal. This

finding underscores the importance of the financing mechanism used to support such subsidy

programs. It is quite possible (and appears to be the case here) that the funding system used can

frustrate achievement of the very objective being pursued, whether that objective is pursued

through a targeted or untargeted subsidy scheme.



21

Bibliography

Cain, P. and MacDonald, J.M. (1991), "Telephone Pricing Structures: The Effects ofUniversal
Service," Journal Regulatory Economics, 3, pp. 293-308.

Federal-State Joint Board (1994), Monitoring Report, CC Docket No. 87-339, May 1994.

Griffin, J.M. (1982), "The Welfare Implications ofExtemalities and Price-Elasticities for
Telecommunications Pricing," Review ofEconomics & Statistics, 64(1), February 1982,
pp.59-66.

Hausman, J.A. (1994) "Rebuttal Testimony," Case No. 8659, Maryland Public Service
Commission, October 26, 1994. .

Hausman, J., Tardiff, T., and A. Belinfante (1993) "The Effects of the Breakup of AT&T on
Telephone Penetration in the United States," American Economic Review, 83(2), pp.
178-184.

Kahn, A.E. (1984), "The Road to More Intelligent Telephone Pricing," Yale Journal on
Regulation, 1(2).

Kaserman, D.L. and Mayo, J.W. (1994), "Cross-Subsidies in Telecommunications: Roadblocks
on the Road to More Intelligent Telephone Pricing," Yale Journal on Regulation, 78(3),
Winter 1994, pp. 119-147.

Kaserman, D.L., Mayo, J.W., and J.A. Flynn (1990), "Cross-Subsidization in
Telecommunications: Beyond the Universal Service Fairy Tale," Journal o/Regulatory
Economics, 2, pp. 231-249.

Kmenta, 1. (1986), Elements ofEconometrics, Second Edition (London: MacMillan), 1986.

Maddala, G.S. (1983) Limited Dependent and Qualitative Variables in Econometrics (New
York, NY: Cambridge University Press), 1983.

Martins-Filho, C. and Mayo, J.W. (1993), "Demand and Pricing of Telecommunications
Services: Evidence and Welfare Implications," Rand Joumal o/Economics, 24(3),
Autumn 1993, pp. 439-454.

Mayo. S.K. (1986) "Sources ofInefficiency in Subsidized Housing Programs: A Comparison of
U.S. and German Experience," Journal o/Urban Economics, 20, 1986, pp. 229-249.

Peltzman, S. (1976) "Toward a More General Theory ofRegulation," Journal ofLaw and
Economics, ]9, August 1976, pp. 211-240.



22

Perl, L1. (1983) "Residential Demand for Telephone Service 1983," Prepared for Central Service
Organization of the Bell Operating Companies, Inc. BOCs, National Economic Research
Associates, Inc., White Plains, NY, December 1983.

Posner, R.A. (1971) "Taxation by Regulation," Bell Journal ofEconomics, 2, Spring 1971, pp.
22-50.

Posner, R.A. (1974), I~Theories ofEconomic Regulation," Bell Journal ofEconomics, 5, Autumn
1974, pp. 335"358.

Stigler, G. (1971), "The Theory ofEconomic Regulation," Bell Journal ofEconomics, 2, Spring
1971, pp. 3-21.

Taylor, L.D. (1994), Telecommunications Demand in Theory and Practice (Dordrecht: Kluwer
Academic Publishers), 1994.

Taylor, L.D. and Kridel, D.J. (1990) "Residential Demand for Access to the Telephone
Network," in Telecommunications Demand Modelling, ed. by A. de Fontenay, M.H.
Shugard, and D.S. Sibley (Amsterdam: North-Holland Publishing· Co.), 1990.

Wenders, IT., and Egan, E.L. (1986) "The Implications ofEconomic Efficiency for US
Telecommunications Policy," Telecommunications Policy, 10(1) March 1986.



DAVID L. KASERMAN

I. Personal

Home Address:

Office Address:

Date of Birth:

Place of Birth:

Mad tal Status:

719 South Gay Street
Auburn, Alabama 36830
Telephone: (205)826-3833

Department of Economics
Auburn University
Auburn. AL 36849-3501
Telephone: (205)844-2905
Messages: (205)844-2901

September 22. 1947

Knoxville. Tennessee

Married. two children

II. Education

August 1970 B.S., Economics, The University of Tennessee

March 1976 Ph.D., Economics, The University of Florida
Fields: Industrial Organization, International Trade,

Econometrics
Dissertation: "An Economic Analysis of the Home Mortgage Default

Insurance Market"

III. Employment

Torchmark Professor of Economics, Auburn University, Auburn, AL 1988-present.

Professor and Head of Economics, Auburn University, Auburn, AL 1987-1988

Professor of Economics, Auburn University, Auburn, AL 1986-1987

Associate Professclr of Economics, University of Tennessee, Knoxville, TN.
1983-1986

Visiting Associate Professor of Economics, University of Florida, Gainesville.
FL, 1982-1983

Associate Professor of Economics, University of Tennessee, Knoxville, TN.
1981-1982

Assistant Professor of Economics, University of Tennessee, Knoxville, T~,

1979-1981

Economist, Energy Division, Oak Ridge National Laboratory, OakRidge, TN.
1977-1979

Economist, Bureau of Economics, Federal Trade Commission, Washington, D.C.,
1976-1977

Economist, Office of Policy Development and Research, U.S. Department of
Housing and Urban Development, Washington, D.C .• 1974-1976



2

IV. Research Interests

Applied Microeconomics, Industrial Organization, Antitrust, Regu:ation

V. Grants and Awards

The University of Tennessee Faculty Research Grant, Summer, 1980.

College of Business Faculty Research Grant, University of Tennessee. Summer.
1981.

An Economic Analysis of the Automatic Fuel Adjustment Clause, fu~ded by
Resources for the Future, Fall - Summer, 1982.

College of Business Outstanding Research Award, University of Te~nessee, 1981.

Bid Price, Ask Price, and Time on the Market: A Search Model of Housing
Prices, funded by the U.S. Department of Housing and Urban Development,
Summer - Fall, 1983.

College of Business Faculty Research Grant, University of Tennessee, Summer,
1983.

Participant in Emory University Law and Economics Center's "Legal Analysis for
Economists" clinic held at Dartmouth University, New Hampshire, Summer,
1983.

College of Business OUtstanding Research Award, University of Tennessee. 1984.

Beta Gamma Sigma Oistinguished Faculty Member and Honorary Initiate. 1984.

College of Business Faculty Research Grant. University of Tennessee. Summer,
1984.

College of Business Faculty Research Grant, University of Tennessee. Summer,
1985.

Department of Economics Research Grant, Auburn University. Summe~, 1989.

College of Business Outstanding Faculty Research Award, Auburn L~iversity,

1990.

Auburn Utility Research Center Grant, Auburn University, Summer, 1990.

Auburn Utility Research Center Grant, Auburn University, Summer, 1992.

VI. Publications

Articles

"Entry and Product Quality Under Price Regulation" (with Richarc o. Beil and
Jon M. Ford), Review of Industrial Organization, forthcoming.

"The 'Rush to Transplant' and Organ Shortages" (with Andy H. Ba~ett),

Economic Inquiry, forthcoming.

"Certificate-of-Need Regulation and the Diffusion of New Innovat:'ons: A
Random Coefficient Model" (with Steven B. Caudill and Jon M. For=), Journal of
Applied Econometrics, forthcoming.

"Cross-Subsidies in Telecommunications: Roadblocks on 'The Roac to More
Intelligent Telephone Pricing'" (with John W. Mayo), Yale Journa: on Regula­
tion, Vol. 11 (Winter 1994), pp. 119-147.



3

"A Note on Incentive Incompatability Under Franchising" (with Roger D. Blair).
Review of Industrial Organization, Vol. 9 (1994).pp. 323-330.

"A Diffusion Model of Long-Run State Economic Development," (with Dan M.
Berry), Atlantic Economic Journal, Vol. 21 (December 1993), pp. 39-54.

"Inefficient Pricing Can Kill: The Case of Dialysis Industry Regulation"
(with A. H. Barnett and T. Randolph Beard), Southern Economic Journal,
Vol. 60 (October 1993), pp. 393-404.

"The Shortage of Organs for Transplantation: Exploring the Alternatives"
(with A. H. Barnett). Issues in Law and Medicine, Vol. 9 (Fall 1993), pp.
117-137.

"The Medical Community'S Opposition to Organ Markets: Ethics or Economics?"
(with A. H. Barnett and T. Randolph Beard), Review of Industrial Organization.
Vol. 8 (December 1993), pp. 669-678.

"Certificate-of-Need Regulation and Entry: Evidence from the Dialysis Indus­
try" (with Jon M. Ford), Southern Economic Journal, Vol. 59 (April 1993), pp.
783-791.

"The Political Economy of Deregulation: The Case of Intrastate Long Distance"
(with John W. Mayo and Patricia L. Pacey), Journal of Regulatory Economics,
Vol. 5 (March 1993), pp. 49-63.

"Two Views of Applied Welfare Analysis: The Case of Local Telephone Service
Pricing: A Conment" (with David M. Mandy and John W. Mayo), Southern Economic
Journal, Vol. 59 (April 1993), pp. 822-827.

"Modeling Regulatory Behavior: The Economic Theory of Regulation Versus Rules
of Thumb" (with Steven B. Caudill and Bae-Geun 1m), Journal of Regulatory
Economics, Vol. 5 (1993), pp. 252-262.

"A Diffusion Model of Industrial Sector Growth in Developing Countries" (with
Don P. Clark and Darrarat Ananatanasuwong), World Development, Vol. 21 (1993),
pp. 421-428.

"Improving Organ Donation: Compensation Versus Markets" (with Andy H. Barnett
and Roger D. Blair), Inquiry, Vol. 29 (Fall 1992), pp. 372-378.

"Reimbursement Rates and Quality of Care in the Dialysis Industry: A Policy
Discussion," Issues in Law and Medicine. Vol. 8 (Summer 1992). pp. 81-102.

"An Investment Model of Durable Good Diffusion" (with Jerry R. Jackson).
Review of Industrial Organization, Vol. 6 (1991), pp. 199-214.

"Domestic Market Structure and International Trade in an Open Economy" (with
Don P. Clark and Francois Melese), Quarterly Review of Economics and Finance,
Vol. 32 (Autumn 1992). pp. 3-15.

"Competition for 800 Service: An Economic Evaluation" (with John W. Mayo),
Telecommunications Policy. Vol. 15 (October 1991), pp. 395-410.

"The Measurement c,f Vertical Economies and the Efficient Structure of the
Electric Utility Industry" (with John W. Mayo), Journal of Industrial Econom­
ics. Vol. 39 (September 1991), pp. 483-502.

"The Economics and Ethics of Alternative Cadaveric Organ Procurement Policies"
(with Roger D. Blair). Yale Journal on Regulation, Vol. 8 (Swnmer 1991). pp.
403-452.

"An Economic Analysis of Transplant Organs: A Comment and Extension" (with
Andy H. Barnett), Atlantic Economic Journal, Vol. 14 (June 1991), pp. 57-63.



4

"Reau1ation. Advertisina. and Economic Welfare" (with John W. Mayo), Journal
of Business. Vol. 64 (April 1991). pp. 255-267.

"Horizontal Heraers and the Balance of Trade" (with Francois Helese), Manage­
rial and Decision Economics, Vol. 14 (Jan/Feb 1993), pp. 83-90.

"Market Definition: Implementing the Department of Justice Merger Guidelines"
(with Hans Zeisel}, Antitrust Bulletin. forth.:oming.

"Exports and Antitrust: Complements or Subst~tu~es?" (with Don P. Clark and
Jay Cresswell), Review of Industrial Organiza~ic~, Vol. 5 (Summer 1990), pp.
41-51.

"Cross-Subsidization in Telecommunications: 3evond the Universal Service
Fairy Tale" (with John W. Mayo and Joseph E. :l~~n), Journal of Regulatory
Economics. Vol. 2 (September 1990). pp. 231-2~9.

"Barriers to Trade and the Import Vulnerabili~y of U.S. Manufacturing
Industries" (with Don P. Clark and John W. Ma7o). Journal of Industrial
Economics. Vol. 38 (June 1990), pp. 433-447. -

"A Pedagogical Treatment of Bilateral Honopoly" (with Roger D. Blair and
Richard E. Romano), Southern Economic Journal. Vol. 55 (April 1989), pp.
831-841.

"Proof of Damages in Construction Industry Bid-Rigging Cases" (with Jeffrey H.
Howard, Esq.). Antitrust Bulletin. Vol. 34 (Sammer 1989), pp. 359-393.

"Internalizing Externalities Through Union Hergers" (with John L. Conant),
Journal of Labor Research. Vol. 10 (Summer 1989), pp. 243-253.

"Equilibration in a Negotiated Market: Evidence from Housing" (with John L.
Trimble and Ruth C. Johnson), Journal of Urban Economics, Vol. 26 (July 1989),
pp. 30-42.

"Endogenous Regulation and the Finn's Regulat::ry Expenditures" (with Bae-Geun
1m and Francois Melese), Applied Economics, ~~l. 21 (1989), pp. 375-385.

"Rent Seeking and the Allowed Rate of Return: .~ Recursive Model" (with Bae­
Geun 1m and Francois Melese), Review of Indus~ria1 Organization. Vol. 3 (Fall
1988), pp. 27-51.

"The Rising Incidence of Co-Authorship in Ecc~orr.:cs: Further Evidence" (with
Andy H. Barnett and Richard W. Au1t) , Review :f ~conomics and Statistics, Vol.
70 (August 1988), pp. 539-543.

"Long Distance Telecommunications Policy: Ra:.ic~ality on Hold" (with John W.
Mayo), Public Utilities Fortnightly, Vol. 12: (t~cember 22, 1988), pp. 18-27.

"Superconductors and the Future of Electric ~~i::ties" (with Francois Melese),
Journal of Policy Analysis and Management, Vc~. i (Fall 1987), pp. 135-140.

"Vertical Integrat.ion, Tying, and AlternatiVE: Ve:tical Control Mechanisms"
(with Roger D. Bla,ir), Connecticut Law Revie•. \01. 20 (Spring 1988), pp.
523-568.

"Competi tion on Trial: Florida's Experiment ".'i t'":1 Deregulated Trucking" (with
Roger D. Blair and James T. McClave), Challer.a:e, Vol. 30 (September/October
1987), pp. 60-64.

"A Note on Bilateral Monopoly and Formula Pr:':e :ontracts" (with Roger D.
Blair), American Economic Review, Vol. 77 (J~_e :987), pp. 460-463.

"The Ghosts of Deregulated Telecommunications: An Essay by Exorcists" (with
John W. Mayo), Journal of Policy Analysis anc ~a~agement, Vol. 6 (Fall 1986),
pp. 84-92.



5

"Market Based Regulation of a Quasi-Monopoly: A Transition Policy for Tele­
communications" (with John W. Mayo), Policy Studies Journal, Vol. 15 (March
1987), pp. 395-413.

"Motor Carrier Deregulation: The Florida Experiment" (with Roger D. Blair and
James T. McClave). Review of Economics and Statistics, Vol. 68 (February
1986). pp. 159-164.

"Advertising and the Residential Demand for Electricity" (with John W. Mayo).
Journal of Business, Vol. 58 (October 1985), pp. 399-408.

"A Note on Purchased Power Adjustment Clauses" (with Roger D. Blair and
Patricia L. Pacey). Journal of Business, Vol. 58 (October 1985), pp. 409-417.

"A Note on Vertical Integration as Entry" (with Roger D. Blair and Thomas E.
Copper), International Journal of Industrial Organization, Vol. 3 (1985). pp.
219-229.

"Unanswered Questions About Franchising: Reply" (with Roger D. Blair),
Southern Economic Journal. Vol. 51 (January 1985), pp. 933-936.

"To Which Fiddle Does the Regulator Dance? Some Empirical Evidence" (with
L. Roy Kavanaugh and Richard C. Tepel), Review of Industrial Organization,
Vol. 1 (Winter 1984), pp. 246-258. ReprInted in BusIness and Government in
America Since 1870, Robert F. Himmelberg, ed., Garland PUblishing. Inc.,
Hamden, Connecticut, 1994.

"The Impact of Improved Mileage on Gasoline Consumption" (with Roger D. Blair
and Richard C. Tepel), Economic Inquiry, Vol. 22 (April 1984), pp. 209-217.

"The Measurement of Land Prices and the Elasticity of Substitution in Housing
Production" (with Jerry R. Jackson and Ruth C. Johnson), Journal of Urban
Economics, Vol. 16 (July 1984), pp. 1-12.

"Housing Market Capitalization of Energy-Saving Durable Good Investments"
(with Ruth C. Johnson), Economic Inquiry, Vol. 21 (July 1983), pp. 374-386.

"Automatic Fuel Adjustment Clauses: The Issues and the Evidence" (with
Roger D. Blair), f.ublic Utilities Fortnightly, Vol. 110 (Nov. 25, 1982), pp.
27-32.

"Optimal Franchising" (with Roger D. Blair), Southern Economic Journal, Vol.
48 (October 1982), pp. 494-505.

"A Note on Dual Input Monopoly and Tying" (with Roger D. Blair), Economics
Letters. Vol. 10 (1982), pp. 145-151.

"Franchising: Monopoly by Contract-Comment" (with Roger D. Blair), Southern
Economic Journal, Vol. 48 (April 1982), PP. 1074-1079.

"The Impact of the Automatic Adjustment Clause on Fuel Purchase and Utiliza­
tion Practices in the U.S. Electric Ctility Industry" (with Richard C. Tepel),
Southern Economic Journal, Vol. 48 (January 1982). pp. 687-700.

"The Albrecht Rule and Consumer Welfare: An Economic Analysis" (with
Roger D. Blair). 1Jniversity of Florida Law Review. Vol. 33 (Summer 1981), pp.
461-484.

"Ownership and Control in the Modern Corporation: Antitrust Implications"
i~ith Roger D. Blair), Journal of Business Research, Vol. 11 (1983), pp.
333-343.

":\ Note on Predatory Vertical Integration in the U.S. Petroluem Industry"
(with Patricia L. Rice), Journal of ~conomics and Business, Vol. 33
(Spring/Summer 1981). pp. 262-266.



6

"Default Risk on Home Mortgage Loans: A Test of Competing Hypotheses" (with
Jerry R. Jackson)" Journal of Risk and Insurance, Vol. 47, (December 1980),
pp. 678-690.

"Vertical Control With Variable Proportions: Ownership Intefration and Con­
tractual Equivalents" (with Roger D. Blair), Southern Econom1c Journal, Vol.
47 (April 1980), pp. 1118-1128.

"Default Risk and the Home Mortgage Insurance Industry: An Uncertaintv
Approach," Quarterly Review of Economics and Business, Vol. 18 (Winter" 1978),
pp. 59-68.

"A Methodological Note on the Evaluation of New Technologies: The Case of
Coal Gasification," Energy, Vol. 3 (1978), pp. 731-745.

"Theories of Vertical Integration: Implications for Antitrust Policy," Anti­
trust Bulletin, Vol. 23 (Fall 1978), pp. 483-510. Reprinted in Economic----­
Anales1s ot Antitrust, Terry Calvani and John J. Sie,fried, eds., L1ttle-Brown
andompany, Boston, Massachusetts, 1979. Also repr1nted in Corporate Coun­
sel's Annual - 1979, Jeremiah J. Spires and Edward J. Burchell. eds., Matthew
Bender. Inc., New York, 1979.

"Uncertainty and the Incentive for Vertical Integration" (with Roger D.
Blair), Southern Economic Journal, Vol. 45 (July 1978), pp. 266-272.

"Vertical Integration, Tying, and Antitrust Policy" (with Roger D. Blair),
American Economic Review, Vol. 68 (June 1978), pp. 266-272.

"Evidence on the Decline of FHA," Journal of Money, Credit and Banking, Vol.
10 (May 1978), pp. 194-205.

"Related Market Conditions and Interindustrial Mergers: A Comment" (with John
R. Haring), American Economic Review, Vol. 68 (March 1978), pp. 225-227.

"Regional Considerations of the Clean Air Act" (with Roger D. Blair and
James M. Fesmire), Growth and Change, Vol. 7 (October 1976), pp. 3-1.

"Market Structure and Costs: An Explanation of the Behavior of the Antitrust
Authorities" (with Roger D. Blair), Anti trust Bulletin, Vol. 21 (Winter 1976),
pp. 691-102.

Books and Monographs

John

Antit:.-ust Economics (with Roger D. Blair), Richard D. Irwin, Homewood,
Illinois. 1985.

The Law and Economics of Vertical Integration and Control (with Roger D.
Blair), Academic Press, New York. 1983.

"Long-Distance Telecommunications: Expectations and Realizations in the Post­
Divestiture Period," in Incentive Regulation for Public Utilities, Michael A.
Crew, ed., Kluwer Academic Publishers, Boston, MA, 1994.

"Deregulation and Market Power Criteria: An Evaluation of State Level Tele­
c<;,mmunications Policy" (with John W.. Mayo), in Telecommunications DereeUla­
tlon: Market Power and Cost A1locatlon Issues, John R. Allison. ed., uorum
Books, New York. NY, 1990.



7

"The Economics of Regulation: Theory and Policy in the Postdivestiture Tele­
communications Industry" (with John W. Mayo), in Public Policv Toward Corpo­
rations, Arnold Heggestad, ed., University of Florida Press, 1988.

"The Literature on Incentives" (with Roger D. Blair and Frank A. Sloan), Chap­
ter 2 in The Geographic Distribution of Nurses and Public Policy, Department
of H.E.W. PUblication No. (NRA) 75-53, Washington, D.C., 1975.

Proceedings, Book Reviews and Others

Economic

Reviewed The Antitrust Revolution, John E. Kwoka and Lawrence J. White, eds.
(Glenview, IL: Scott, Foresman/Little Brown, 1989) Review of Industrial
Organization, Vol. 4 (Fall 1989), pp. 143-146.

e MIT Press, 1986)

Edited special memorial issue of the Survey of Business, Vol. 20 (Summer 1984)
entitled "Industrial Organization and Antitrust Policy," in honor of Professor
P. David Qualls.

"Electricity Demand Modelling as an Input to NRC Licensing Decisions" (with
James Van Dyke), Enersy Modelling II: The Interface Between ~odel Builder and
Decision Maker SympOS1um Papers, Institute of Gas Technology, June 1980.

Graduate Programs: A More Balanced Econometric
Jackson), American Statistical Association Proceed­
Economic Statistics Section, American Statistical
.. , 19 4.

"The Forward Exchange Rate: Its Determination and Behavior as a Predictor of
the Future Spot Rate," American Statistical Association Proceedings of the
Business and Economic Statistics Section, American Statistical Association,
Washington, D.C., 1974.



8

VII. Papers in Progress

"Entry and Barriers to Entry: Toward an Operational Index" (with John W.
Mayo).

"A Dynamic Model of Advertising by the Regulated Firm" (with John W. Mayo and
Francois Melese).

"Open Entry and Local Telephone Rates: The Economics of IntraLATA Toll
Competition" (with John W. Mayo, Larry R. Blank, and Simran Kahai)

"Is the 'Dominant Firm' Dominant? An Empirical Analysis of AT&T's Market
Power" (with Simran K. Kahai and John W. Mayo).

"Dominant Firm Pricing with Competitive Entry and Regulation: The Case of
IntraLATA Toll" (with Larry R. Blank and John W. ~ayo)

"Scope, Learning, and Cross-Subsidy: Organ Transplants in a Multi-Division
Hospital -- A Comment and Extension" (with Andy H. Barnett and T. Randolph
Beard)

"Telecommunications Regulation and the PUCs: Guardrails or Speedbumps on the
Information Highway?" (with John W. Mayo)

"Vertical Integration to Raise Rivals' Costs· (with T. Randolph Beard)

"A Note on the Symmetry of Vertical Price and OUtput Restraints: The Missing
Link"

VIII. Testimony

Regulation of Interexchange Carriers, Docket No. 127, 140-U (Phase IV), Before
the Corporation Commission of the State of Kansas, October, 1984.

United States of America Before Federal Trade Commission in the Matter of the
B.F. Goodrich Company, Diamond Shamrock Chemicals Company, and Diamond Sham­
rock Plastics Corporation (Merger Case), January, 1985.

In the Matter of an Investigation of Intrastate Separations, Settlements and
Intrastate Toll Rate of Return, Docket No. 83-042-U, Before the Arkansas Pub­
lic Service Commission, April, 1985.

Petition of General Counsel for Initiation of an Evidentiary Proceeding to
Establish Telecommunications Submarkets, Docket ~o. 6264, Before the Public
Utility Commission of Texas, September, 1985.

In the Matter of Occidental Petroleum Corporation and Tenneco Plastics Corpo­
ration (Merger Case-Preliminary Injunction Hearing in Federal District Court,
Washington, D.C.), March 1986.

Testified by affidavit in Federal Court in Columbus, Georgia, on behalf of
Royal Crown Cola. Temporary restraining order hearing against the Coca­
Cola/Dr. Pepper and the Pepsico/7-Up mergers.

In the Matter of the Petition of AT&T Communications of the Pac.ific Northwest,
Inc. for Classification as a Competitive Telecommunications Company, Cause No.
U-86-113, Before the Washington Utilities and Transportation Commission,
November, 1986.

Testified before the Texas State Legislature (committees in both the House and
the Senate) concerning appropriate regulatory policy in the post divestiture
long-distance telecommunications industry, March, 1987.

Performed a complete damage study for the City of Chattanooga in a bid-rigging
case in the sewer construction industry. Testified by depOSition, July, 1986.



9

The Review of Private Line Services, Case ~o. 6633, Before the Public Utili­
ties Commission of the State of Colorado, September, 1987.

In the Matter of Alternative Regulatory F~ameworks for Local Exchange Carri­
ers, Docket 1.87-11-033, Before the Pu:lic Utilities Commission of the State
of California, January 1988.

In the Matter of the Petition of the ~neral Counsel for an Evidentiary Pro­
ceeding to Determine Market Dominance .~ong Interexchange Telecommunications
Carriers, Docket No. 7790, Before the ~~b~ic Utility Commission of Texas. June
1988.

In the Matter of ~he Investigation for the Purpose of Determining the Clas­
sification of the Services Provided by :n~erexchange Telecommunications Com­
panies within the State of Missouri, C~se ~o. TO-88-142, Before the Public
Service Commission of the State of ~iss~u~i. February. 1989.

In Re: Investigation of the Revenue Requ:rements, Rate Structures, Charges.
Services, Rate of Return and Construct:~n Program of AT&T Communications of
the South Central States, Inc. in its ~~u:siana Intrastate Operations. Appro­
priate Level of Access Charges and All ~a~ters Relevant to the Rates and Ser­
vices Rendered by the Company, Docket ~o. U-17970, Before the Louisiana Public
Service Commission, June, 1989.

In the Matter of: An Inquiry into Int=aLATA Toll Competition and Appropriate
Compensation Scheme for Completion of :ntraLATA Calls by Interexchange Carri­
ers and WATS Jurisdictionality. Administrative Case No. 323, Phase I, Before
the Public Service Commission, Common~~alth of Kentucky, February, 1990.

In the Matter of the Application of AT~T Communications of the Southwest.
Inc .• to Institute Flexible Price Cap ~egulation of Its Intrastate Services,
Docket No. 167. 493-U. 90-AT&T-19-R, Before the State Corporation Commission
of the State of Kansas, February. 1990.

Inquiry of the General Counsel into tr.: Reasonableness of the Rates and Ser­
vices of Southwestern Bell Telephone C=mpany, Docket No. 8585, Public Utility
Commission of Texas, March-April. 199C.

AT&T Communications of the South Cent~~l States. Inc.--Application for Limited
IntraLATA Telecommunications Certifica~e of Public Convenience and Necessity.
Docket No. 89-11065. Before the TennesEee Public Service Commission. March.
1991.

Order of the Mississippi Public Servic: C::mmission Initiating Hearings Con­
cerning (1) IntraLATA Competition in :~e ~elecommunication Industry and (2)
Payment of Compensation by Interexcha~;e ~elecommunication Carriers and Resel­
lers to Local Exchange Companies in Ac~it:on to Access Charges. Docket No.
90-UA-02BO, Before the Mississippi Put~ic Service Commission. May. 1991.

Petition of AT&T I::>f the South Central 3ta~es. Inc. for Reduced Regulation of
Intrastate Telecommunications Services. Case ~o. 92-297. Before the Public
Service Commission. Commonwealth of Ke~tu~ky, January, 1993.

Tariff Filing by South Central Bell T;:~ephone Company for Preswnptively Valid
Regulation for New Optional Services a~d :or Rate Reductions in Existing Ser­
vices (Tariff 93-039), Docket No. 93-C:;038, Before the Tennessee Public Ser­
vice Commission, April, 1993.

In the Matter of Investigation to Cons:de~ Whether Competitive Intrastate
Offerings of Long Distance Telephone 3:r,:ce Should be Allowed in North
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